combined to signal the absence of or failure of existing corporate governance structure". In addition, the Companies and Allied Matters Act (CAMA) 2004 which was enacted to ensure that the relationship among the board, shareholders and the management including other stakeholders is balanced for healthy competition has not lived up to expectation both from the government and the public at large.
The events had serious devastating effect on stakeholders in terms of losses in their investments. The events also resulted in the loss of hundreds of jobs especially in the manufacturing sector and drastic drop in the share prices of most listed companies on the Nigerian Stock Exchange Market. The shock to the stakeholders and the public led to the yet unanswered question of 'how' such event could have happened when companies were declaring billions of Naira in profit. Therefore, the trust which investors had on the credibility and the quality of financial report presented by the management of companies could no longer be sustained as they were considered misleading. Hence, a higher need to protect stakeholders' interest so as not to have another overwhelming shock becomes imperative. The cumulative effects of the ugly events led to the total overhaul of the Nigerian Code of Corporate Governance by the Securities and Exchange Commission (SEC) in 2011.
The overhaul was particularly instructive because the audit committees of companies were severely criticized because they are charged with the responsibility to oversee the financial and other reporting process of organization in order to enable them show credibility, integrity and transparency in their operations, including financial reporting. Oniwinde (2010) posits that the reported cases of poor and fraudulent financial reporting and governance experienced recently in Nigeria demonstrated the role the audit committee has to play either directly or indirectly as they are charged with overseeing financial reporting. The responsibilities bestowed on them due to information asymmetry between the management and the owners of the business was expected to ease the agency problems which would invariably lead to the reduction of agency cost when the substantial interests of the owners are aligned with the company's interests (Yayah, Abdullah, Faudziah & Ebrahim, 2012) . However, this objective seems not to have been realized in Nigeria.
In the light of the foregoing, various authors have studied the audit committee as an instrument of good corporate governance (Owolabi and Dada, 2011; Kumar and Singh, 2012) and also their influence on the financial reporting process for better performance. In their study, Mohiuddin and Karbhari (2010) found that an audit committee that will influence corporate financial reporting positively and effectively carry out their agency duties must possess certain attributes such as independence, financial expertise, membership mix, size and number of meetings. These are in line with the revised SEC Code of 2011.
Similar studies have also been carried out in the context of Nigeria (see Mohammed & Oladele, 2008; Uwuigbe, 2013) . These studies have focused on corporate governance and the financial performance of firms in Nigeria. Thus, the question still remains: what is the impact of audit committee characteristics on the financial performance of firms in Nigeria? The objective of this study, therefore, is to examine the relationship between audit committee characteristics and firm performance in the context of Nigeria's manufacturing companies. The audit committee characteristics are decomposed into: independence, financial expertise, meetings and size while performance is captured by Return on Equity (ROE), Return on Assets (ROA) and Return on Capital Employed (ROCE).
The rest of the paper is structured into four parts. Part 2 discusses the literature and hypotheses development and part 3 the methodology, part 4 discusses the analysis and implications of findings while part 5 is the conclusion and recommendations.
Literature Review and Hypotheses Development
Every public company in Nigeria is mandated under Section 359 (3) and (4) of the CAMA to establish an audit committee. It is the responsibility and the function of the Board to make sure that the committee is constituted according to the laid down policies which would make it able to effectively carry out its statutory duties and responsibilities. There are many indicators or variables that may form yardsticks by which audit committee can be measured in an organization. Some of these yardsticks which have earlier been identified are briefly discussed below.
Audit Committee Independence and Financial Performance
The independence of directors of companies has been widely discussed in the literature. Klein (2002) found that having outside directors on the board enhances and promotes corporate performance and the returns to shareholders. Similarly, independent directors are better monitors of management than are inside directors (DeFond and Francis, 2005). In like manner, the outside directors are seen as acting in the interest of shareholders which makes a significantly excess return follows the appointment of outside directors (Sanda, Garba & Mikailu, 2011) . This is particularly true when independent directors are members of the audit committee. For instance, Anderson, Mansi and Reeb (2004) found that full independent audit committees brings about lower debt financing costs which indicates that all the members must be independent before there could be any significant impact. Based on the foregoing, the following hypothesis is proposed: 
Control Variable
Board Size BSIZE The number of people on the board as at the day of the year or period end.
Model Specification
However, the following mathematical model was developed to analyze the relationship that exists between financial performance and audit committee effectiveness as represented below: 
.. (1)
Where, Y represents the dependent variable. β0 is constant, β is the coefficient of the explanatory variable (audit committee effectiveness), βX1 is the independent variable and eit is the error term.
Representing equation (1) 
. (4)

Analysis and Presentation of Results
The data presented involved tables and figures which were used for the descriptive statistics and correlation analysis and regression analysis for the hypotheses testing. times in a year as against minimum four times specified in the Securities and Exchange Commission Codes of 2011 in Nigeria. However, the industry maintained on the average a required six members that Company and Allied Matters Act (2004) stipulated, whereas the percentage of nonexecutive directors in the audit committee was not quite encouraging considering the figure. The table also shows a mean score of 11, 20 and 31 on ROA, ROE and ROCE respectively. These low figures could be as a result of the credit crunch suffered in the system during the financial meltdown, and also-infrastructural facilities lacking in Nigeria for example power (electricity) which has increased the cost of production in the country. However, with those attendant challenges, the industry was still able to generate relatively high return on capital employed when compared with ROA and ROE.
Correlation Analysis
Pearson Moment Correlation was carried out on both the dependent and explanatory variables to check for multicollinearity and relationship between the various variables in the study. Gujarati and Porter (2009); Hair, Black, Babin and Anderson (2010) reasoned 0.8 as the threshold at which multicollinearity concerns can be harmful to the regression analysis and make the reliability or the positive power of the model as a whole to be reduced. From table 4.4, the results showed that, the audit committee independence (ACIND) had positive signs in all the three equations (i.e. ROA, ROE and ROCE), but was significant in two of them i.e. ROA and ROCE at 10% and 1% level of significance respectively. Thus, the null hypothesis was rejected in favor of the alternative hypothesis with respect to ROA and ROCE. This indicates that, audit committee independence (i.e. number of nonexecutive directors in the audit committee) is good for firm financial performance. This result supports our early expectation of positive relationship and is in agreement with earlier studies such as Chan and Li With respect to audit committee financial expertise (ACFEXP), the result supports earlier expectation. It shows that audit committee financial expertise (ACFEXP) has positive impact on the financial performance (ROA, ROE and ROCE). The impact is also significant at the 10% and 5% respectively for ROA and ROCE. ROE is insignificant. The result partly supports the alternative hypothesis that audit committee financial expertise positively and significantly influences the firm's financial performance. This result is consistent with prior studies (see Bouaziz, 2012) .
In term of audit committee size (ACSIZE), the result shows a positive sign for ROA, ROE and ROCE but not significant. This indicates that audit committee size (ACSIZE) does not influence the financial performance of firms in Nigeria. Therefore, this study concludes that there is no relationship between audit committee size and the firm's financial performance. Mere size may not be enough for financial performance. This study is in contrast with Yayah, Abdullah, Faudziah and Ebrahim (2012) who found a negative but significant relationship between audit committee independence and performance in Saudi Arabia's firms.
Similarly, audit committee meeting shows positive sign with respect to ROA, ROE and ROCE but was not significant. The audit committee in the manufacturing sector in Nigeria meets on the average two times as seen in 
Conclusion
This study investigated the relationship between audit committee effectiveness and the firm's financial performance in Nigeria. The results showed that certain measures of audit committee effectiveness (such as audit committee independence, audit committee financial expertise and board size) have positive coefficients and significantly influence the firm's financial performance. Although, the result showed that audit committee meeting had a significant positive relationship with return on capital employed (ROCE), but generally the result showed that audit committee size and audit committee The results suggest important implications for practitioners and policy makers in Nigeria. One important and major implication is that, audit committee members with financial expertise do contribute significantly to the financial performance of firms and likewise the independence of the members. Therefore, Nigeria needs to strengthen policies by ensuring that the provision made in the Nigeria Securities and Exchange Commission Code of 2011 about the financial expertise of audit committee members is made compulsory particularly when new members are being considered. The particulars and biographical data of members of the audit committee with required experience and expertise should as a matter of compulsion, be disclosed in the annual financial report. In addition, the independence of audit committee members should be enhanced by ensuring that more of independent directors are introduced into the audit committee as against non-executive directors who still hold one form of interest or the other in the firm.
This study, like other previous studies, does have its limitations and therefore, the conclusions drawn should be interpreted with caution which would invariably serve as opportunities for further investigation in future research in this area. First, although this study captured the listed manufacturing sector in Nigeria, companies which operate in the financial sector are excluded since they have special practices and operations. Second, this study adopted the general definition of financial expertise; however, future research could consider the narrower definition. Also, the financial expertise was looked at generally without decomposing it into accounting, finance and supervisory expertise. This could help in future research. Third, only four characteristics of the audit committee were considered in the study. Hence, future study could investigate other audit committee characteristics that are not included in this study such as female members, state of origin of the members, and political connection(s) of the members.
